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Abstract: Entrepreneurial ability has been suggested to be an important predictor of 
entrepreneurial engagement. In this paper we investigate the extent to which different types of 
recent entrepreneurial exit experiences foster entrepreneurial ability and subsequent 
entrepreneurial engagement. We discriminate between several exit modes and distinguish the 
following engagement levels: potential, intentional, nascent, young and established 
entrepreneurship. We use individual-level data for 67 countries that participated in the Global 
Entrepreneurship Monitor during 2007, 2008 and 2009. Our findings indeed show that 
entrepreneurial exit directly fosters entrepreneurial engagement as well as indirectly through 
enhanced entrepreneurial ability. We also find dat positive as well as negative exit experiences 
foster subsequent entrepreneurial engagement. In addition, the impacts of exit on ability and exit 
on engagement increase with the stage of development of a country. 
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Introduction 
Entrepreneurship deals with individuals setting up and owning-managing their own 
businesses. At some point individuals will leave the firm they created or owned-managed, 
which marks an individual’s entrepreneurial exit. Entrepreneurial exit has received 
limited research attention as compared to other aspects of the entrepreneurial process 
(DeTienne, 2010). However, it is known that there are many “serial entrepreneurs” who 
are engaged in sequential business start-ups (Westhead et al., 2005; Hyytinen and 
Ilmakunnas, 2007; Plehn-Dujowich, 2010). This suggests that exiting entrepreneurs may 
be an important source of entrepreneurial energy. During entrepreneurial engagement 
individuals gain entrepreneurship-specific knowledge, skills and experience which they 
may re-deploy in other entrepreneurial initiatives after the exit.
1 Thus, exit can be seen as 
an indicator of accumulated entrepreneurial human capital such as knowledge, skills and 
experience (Becker, 1964). It can then be argued that a recent entrepreneurial exit 
enhances entrepreneurial ability and hence the likelihood of (re)engaging in the 
entrepreneurial process (for empirical evidence: Hessels et al., 2011). 
Exit being an indicator of accumulated entrepreneurial human capital is not the 
only route that may explain why exiting entrepreneurs have an enhanced propensity of 
engaging in the entrepreneurial process again after exit. That is, individuals with 
entrepreneurial experience are more able to discover and exploit entrepreneurial 
opportunities (Politis, 2005; Shane, 2003; Shepherd et al., 2000). Hence, experiencing an 
exit may cause individuals to be more alert to entrepreneurial opportunities. 
Entrepreneurial ability may then not only refer to entrepreneurial human capital, but also 
to alertness to entrepreneurial opportunities. There may be other explanations behind the 
tendency of people to re-engage after exit, but these will not be verified in the present 
paper. For example, individuals may decide to engage in entrepreneurship after exit not 
so much as a result of enhanced entrepreneurial ability, but for example because they are 
disadvantaged at the labor market, or because opportunities for entrepreneurship are more 
widely available than alternative job opportunities. 
Hence, the present paper focuses on the impact of recent entrepreneurial exit on the 
probability of (re)engaging in the entrepreneurial process. This may happen through 
enhanced levels of entrepreneurial ability. Whereas entrepreneurial exit is defined as 
selling, discontinuing or quitting a business in the past 12 months, entrepreneurial ability 
is defined as having the knowledge, skill and experience required to start a business, in 
combination with the perception that good start-up opportunities exist in the near future. 
Current entrepreneurial engagement refers to four levels in the entrepreneurial process 
including intentions to set up a firm, nascent business activity, young business activity 
(less than 42 months) and established business activity (more than 42 months). 
                                                 
1 These knowledge, skills and experience also benefit individuals to cope with the liability of newness (Politis, 2005; Shane and 
Khurana, 2003).   4 
The exact dynamics behind the relationship between entrepreneurial exit on the one 
hand and entrepreneurial ability and re-engagement on the other hand has largely been 
ignored theoretically (Plehn-Dujowich, 2010) and empirically given the few empirical 
studies focusing on this path dependency. Certain factors are at play that influence the 
way in which entrepreneurial experience is transformed into entrepreneurial ability and 
entrepreneurial knowledge in particular (Politis, 2005). Although cognitive (Politis, 2005) 
and emotional (Shepherd, 2003) factors are clear examples, the present paper focuses on 
the quality of the exit experience. It argues that the quality of the exit experience matters 
for the extent to which such an experience influences entrepreneurial ability and, 
subsequently, entrepreneurial (re-)engagement (Bates, 2005; Landier, 2005; Stam et al., 
2008). 
First, the quality of the exit experience relates to the specific exit outcome. One 
may learn from failure (Shepherd, 2003) as well as from success, but in a different way 
(Politis, 2005). The present paper takes account of seven distinct exit reasons. Some have 
positive connotations (sell-off; another job or business opportunity; planned exit), others 
more negative (unprofitable business; problems getting finance), and some can be a 
mixture of positive and negative outcomes (retirement; other (personal) reasons). The 
present paper therefore deviates from many existing studies equating entrepreneurial exit 
with failure, or only making a distinction between failure and success (Bates, 2005; 
Wennberg et al., 2010). It therefore follows the observation of DeTienne and Cardon 
(2010) that “(…) exit may not be a unidimensional construct but rather may comprise 
many exit paths which must be specified in order to understand the construct fully.” This 
implies that the distinction between several exit routes is essential. 
Second, the quality of the exit experience also depends on the country in which the 
specific entrepreneurial opportunity has been exploited. Therefore, we argue that a 
country’s stage of development is relevant. Countries differ regarding the extent to which 
new and valuable opportunities for entrepreneurship are available. Especially in the 
present context where entrepreneurship is seen as a process that consists of successive 
engagement levels (such as intentions to set-up a firm and young start-up activity) a 
country’s context is expected to be relevant. Countries in different stages of economic 
development differ regarding the opportunities that are available and thus individuals will 
be differently distributed across the engagement levels. These different opportunities will 
also have an effect on the nature of entrepreneurial activities (e.g., high/low quality) and 
their economic impact (Thurik, 2009). 
The remainder of this paper is structured as follows. Section 2 focuses on 
theoretical work on the concept of entrepreneurial ability and the way ability is related to 
entrepreneurial (re)engagement. Whereas Section 3 describes the data and shows some 
basic descriptive numbers, Section 4 explains the model to be used. Section 5 discusses 
the acquired results. This paper ends with some concluding remarks in Section 6. 
Literature background 
Entrepreneurial ability is central to many economic models of entrepreneurship 
(e.g., Lucas, 1978; Jovanovic, 1982, 1994; Lazear, 2004, 2005). Lucas (1978) postulates 
a distribution of managerial “talent” in the population which leads to an occupational   5 
decision between paid employment and entrepreneurial engagement. Naturally, being 
more able increases the probability of being an entrepreneur. Landier (2005) has the 
particularity of rendering the stigma of failure endogenous and of establishing a link 
between entrepreneurial ability and the likelihood of exit followed by re-entry. The 
definition of entrepreneurial ability differs across studies. This paper argues that 
entrepreneurial ability has two dimensions. First, it refers to an individual’s knowledge, 
skills and experience. Second, an individual’s alertness to entrepreneurial opportunities 
plays a role, following Kirzner (1973). 
So far, insight into the factors that improve or hamper entrepreneurial ability is 
limited (Holmes and Schmitz, 1990; Naudé, 2008). One way for individuals to develop 
entrepreneurial ability is through an exit experience. Entrepreneurs may actually improve 
their entrepreneurial ability through learning processes that are associated with 
entrepreneurial exit, which may improve their success in new entrepreneurial activities. 
Still little is known about the specific conditions that impact the decision to exit and that 
make an entrepreneur serial, in particular in the context of developing countries (Naudé, 
2008). It can be argued that the quality of the exit experience may matter for the extent to 
which an exit experience fosters entrepreneurial ability (Bates, 2005; Landier, 2005). 
Regarding the exit reason, entrepreneurial exit may not only be the result of failure; it can 
also be a successful outcome (Bates, 2005; Wennberg et al., 2010). For example, if the 
firm fails an individual is perhaps less likely to develop entrepreneurial ability than in 
case of a more positive exit experience (e.g., when the firm does not cease to exist but is 
sold instead). When entrepreneurial ability is a driver of entrepreneurial engagement, 
then the type of exit experience is also likely to indirectly affect (re-)entry into 
entrepreneurship. The present paper also focuses on a country’s stage of economic 
development. The extent to which an individual’s exit experience leads to or fosters 
entrepreneurial ability, for example, is likely to be dependent upon the country 
environment. In higher income or innovation-driven countries, for example, an exit 
experience may be more likely to increase entrepreneurial ability than in lower income 
countries. The reason for this is that the quality of entrepreneurship in general may be 
higher in innovation-driven countries, which affects the value of the knowledge and 
experience obtained throughout the entrepreneurial process. Furthermore, the extent to 
which entrepreneurial opportunities are present may also differ for different country 
environments, which may influence entrepreneurial opportunity perception among 
individuals. 
However, the impact of exit on (re)engagement in entrepreneurship does not have 
to run through entrepreneurial ability; it is also possible that individuals that experience 
an exit are more likely to (re-)enter entrepreneurship because of path dependency of 
different career decisions on future career decisions or because of adverse selection; they 
may be limited in terms of alternative job opportunities in wage employment. 
The (direct) relationship between recent exit and subsequent entrepreneurial 
engagement has been the focus in some empirical studies, leading to the conclusion that 
individuals who exit a firm often engage in the entrepreneurial process after exit (Hessels 
et al., 2011; Stam et al., 2008; Wagner, 2003; Amaral et al., 2011, although only the first 
study focuses on more than one engagement level), also in developing countries (Mead 
and Liedholm, 1998). Again there may be differences depending on the quality of the exit   6 
experience, in terms of exit reason and a country’s stage of development. These two 
aspects have been mainly underresearched. For example, the four mentioned studies all 
lack an international comparison and Stam et al. (2008) is the only study among them 
that incorporates more than one exit reason.  
The relationship between entrepreneurial exit and re-engagement can also be 
understood in the context of the Social Cognitive Theory (SCT). SCT postulates that an 
individual’s perceived entrepreneurial ability (self-efficacy) is mainly influenced by 
enactive attainment (i.e., experience). Bandura (1986, p. 399) states the following: 
“Successes raise efficacy appraisals; repeated failures lower them (…).” Thus, according 
to SCT it may be expected that an exit with a positive outcome increases self-efficacy, 
whereas a negative outcome has a negative impact. Note that the history of exit events 
also plays a role: “After a strong sense of self-efficacy is developed through repeated 
successes, occasional failures are unlikely to have much effect on judgments of one’s 
capabilities” (p. 399). Empirically, Zhao et al. (2005) examine whether entrepreneurial 
self-efficacy mediates the relationship between entrepreneurial experience and 
entrepreneurial intentions. These authors indeed find evidence that entrepreneurial 
experience increases self-efficacy which again increases intentions using a sample of 265 
master students. Thus, entrepreneurial experience indirectly influences the motivation to 
start a business via self-efficacy (see also Boyd and Vozikis, 1994; Chen et al., 1998). 
Data 
We use individual-level data covering 67 countries that participated in an adult 
population survey that was carried out as part of the Global Entrepreneurship Monitor 
(GEM)
2 in the years 2007, 2008 or 2009. Each year, a telephone or door-to-door survey 
on entrepreneurial activity is conducted with a random sample of at least 2,000 adults in 
each participating country. The total number of observations in our sample is 445,262. 
Note that participation of a country in one year is enough to be included in our dataset.
3 
1.1.  Entrepreneurial exit (type), ability, engagement, and stage of 
development 
Entrepreneurial exit is a dummy variable equaling one in the case that a respondent 
indicates having shut down, discontinued, quit or sold a business (s)he owned and managed 
in the past 12 months, and zero otherwise.
4 
Type of exit is acquired by the most important reason individuals give for their 
entrepreneurial exit (only one answer possible): 1) An opportunity to sell the business; 2) 
The business was not profitable; 3) Problems getting finance; 4) Another job or business 
opportunity; 5) The exit was planned in advance; 6) Retirement; 7) Personal reasons; 8) 
Other reasons. 
                                                 
2 For more information, see http://www.gemconsortium.org. 
3 For some countries, no permission was given to use 2009 data. 
4 The exact GEM question is as follows: “You have, in the past 12 months, sold, shut down, discontinued or quit a business you 
owned and managed, any form of self-employment, or selling goods or services to anyone”.   7 
Entrepreneurial ability is a dummy variable reflecting whether an individual believes 
(s)he has the knowledge, skill and experience required to start a business or thinks there will 
be good opportunities for starting a business in the area (s)he lives in the next six months. 
Entrepreneurial engagement is a categorical variable that reflects the following levels 
of entrepreneurial engagement: 
 
1) No entrepreneurial engagement;  
2) Intentional entrepreneur (expects to start a new firm within the next three years);  
3) Nascent entrepreneur (actively involved in setting up an own business);  
4) Young business owner (owner and manager of a business that exists for 42 months or 
less);  
5) Established business owner (owner and manager of a business that exists for more 
than 42 months). 
 
Although respondents could belong to multiple categories, we assign each 
individual to the highest level of entrepreneurial engagement (s)he belongs to. This is 
relevant because of our use of the multinomial logit model in the remainder of this paper. 
We distinguish between three stages of economic development between which 
transitions can occur. These stages are factor-driven (38,916 observations)
5, efficiency-
driven (114,304)
6 and innovation-driven (292,042).
7 
Table 1: Most important exit reason. 
Reason  Number of 
observations  Percentage 
An opportunity to sell the business  617  4.2 
The business was not profitable  4,083  27.6 
Problems getting finance  1,769  12.0 
Another job or business opportunity  1,245  8.4 
Exit planned in advance  460  3.1 
Retirement  746  5.0 
Personal reasons  2,611  17.7 
Other reasons
8  3,246  22.0 
Total  14,777  100.0 
 
                                                 
5 The  factor-driven  economies  are:  Algeria,  Angola,  Bolivia,  Bosnia  and  Herzegovina,  Egypt,  Guatemala,  India,  Jamaica, 
Kazakhstan, Lebanon, Morocco, Syria, Tonga, Uganda, Venezuela, West Bank & Gaza Strip, and Yemen. 
6 The  efficiency-driven  economies  are:  Argentina,  Brazil,  Chile,  China,  Colombia,  Croatia,  Dominican  Republic,  Ecuador, 
Hungary,  Iran,  Jordan,  Latvia, Macedonia,  Malaysia, Mexico, Panama,  Peru,  Romania, Russia, Serbia, Shenzhen, South  Africa, 
Thailand, Turkey, and Uruguay. 
7 The innovation-driven economies are: Austria, Belgium, Denmark, Finland, France, Germany, Greece, Hong Kong, Iceland, 
Ireland, Israel, Italy, Japan, Korea, Netherlands, Norway, Portugal, Puerto Rico, Slovenia, Spain, Sweden, Switzerland, the United 
Kingdom, United Arab Emirates, and the United States. 
8 This category includes incidents, reasons that could not be classified, and reasons that have not been revealed by the respondent 
(refusal or “don’t know”).   8 
When countries move from the factor-driven stage – in which production is based 
on primary factors of production such as land and unskilled labor – to the efficiency-
driven stage, economic growth becomes more capital intensive. Technology plays a 
central role in the highest-income category, i.e., innovation-driven. We create two 
dummy variables reflecting these different stages of economic development, where the 
group of factor-driven economies is taken as the reference category. To test whether 
exit (type) has differential impacts on entrepreneurial engagement and/or 
entrepreneurial ability, we make use of interaction terms in our models. 
In total, we arrive at 14,777 individuals who have experienced an entrepreneurial 
exit in the past 12 months over the years 2007, 2008 and 2009. Each individual with 
such an experience has to specify the most important reason behind the exit. The 
distribution of individuals across these reasons is given in Table 1. It appears that most 
businesses are closed because they are not profitable. Also, a significant amount of 
individuals had problems acquiring finance for their businesses. Note that – because 
only one reason can be given – this does not necessarily imply that the particular 
business was unprofitable. 
The variable entrepreneurial ability is defined for 268,924 individuals of which 
176,166 (65.5%) agree with at least one statement (the other may be disagreed with or 
missing at all) and 92,758 (34.5%) disagree with both statements (or a disagreement 
with one statement and a missing for the other). The two questions that underlie the 
construction of our entrepreneurial ability variable are asked to a random subset of 
individuals. More precisely, a set of four questions of which these two statements take 
part of and another set of four questions were randomly proposed to individuals. This is 
why this number of observations is considerably lower than the total number of 
observations in the dataset. 
1.2.  Explanatory variables 
Several control variables are used in our models explaining entrepreneurial ability 
and entrepreneurial engagement. In addition to gender (1 for men; 0 for women) and a 
linear and quadratic term of age (between 18 and 64 years old), we distinguish between 
the following categories of educational attainment: some secondary education (including 
no educational attainment at all), secondary education, post-secondary education and 
university graduate. University graduate is used as reference category in our regressions 
while we include dummy variables for the other categories. 
Entrepreneurial social capital captures an individual’s network with other 
entrepreneurs, as well as the resources that can be drawn from these relationships. An 
entrepreneur’s social capital is captured with two dummy variables. The first, knowing an 
entrepreneur, is based on an individual’s response to the question of whether (s)he 
personally knows someone who started a new venture in the past two years (1 if “yes”; 0 
if “no”). The second, informal investor experience, is based on an individual’s response 
to the question of whether (s)he has personally invested money in the start-up of someone 
else’s new venture in the past three years (1 if “yes”; 0 if “no”). Such informal investor 
experience may enable an individual to establish a network of entrepreneurs. 
People may refrain from starting a business because they fear that they might fail. 
Therefore, we also control for an individual’s fear of failure. This is a dummy variable   9 
equaling 1 in the case that an individual has indicated that fear of failure would prevent 
him/her from starting a business, and 0 otherwise. 
Since our data cover the years 2007-2009 we include year dummy variables to 
control for temporal differences, with 2007 as the reference year. 
Models 
Let Tj denote the type of exit, where j=1,…,8. These eight exit types correspond to 
those that are displayed in Table 1. They take value 1 if the corresponding exit type is 
mentioned and 0 otherwise. Entrepreneurial exit in general is denoted with E; it takes 
value 1 if any Tj equals 1 and 0 if all Tj equal 0. 
Furthermore, A (also values 1 and 0) denotes entrepreneurial ability, which is a 
combination of whether an individual believes (s)he has the knowledge and skill required 
to start a business and whether (s)he sees good start-up opportunities in his/her residential 
area. 
Suppose X summarizes all explanatory variables, i.e., 2 dummy variables reflecting 
a country’s stage of development, gender, age, age squared, 3 dummy variables reflecting 
educational attainment, knowing an entrepreneur, informal investor experience, fear of 
failure, and 2 year dummy variables. This matrix X also contains a row of ones to obtain 
intercept estimates. 
Entrepreneurial engagement is denoted with Y and takes values 0,…,4 for no 
entrepreneurial engagement, intentional, nascent, young, and established entrepreneurship, 
respectively. 
Our analysis basically comes down to two exercises. First, to assess the influence 
of entrepreneurial exit on an individual’s ability, we explain entrepreneurial ability A in 
terms of entrepreneurial exit (type) and X by means of binary logit regressions. Hence, 
the following expressions hold:  ) ( ) 1 Pr( j X E F A β γ + = = and 
) ( ) 1 Pr( j j j X T F A β τ + Σ = = . Next, we determine whether the impacts of exit (type) (i.e., 
γ and τj) depend of the level of development by including interaction terms between exit 
(type) and the two dummy variables representing the stage of economic development. 
The second aim is to relate entrepreneurial exit (type) and the other explanatory 
variables to the various stages of the entrepreneurial process by means of multinomial 
logit regressions. This implies that we take Y as relevant dependent variable and E (and 
Tj) and X as regressors. The probability that Y takes value j (j=0,…,4) is modeled as 
follows:  ) exp( / ) exp( ) Pr( k k j X E X E j Y β γ β γ + Σ + = = where also E γ  can be replaced with 
j jT τ Σ . 
Again, we investigate differential impacts across stages of development by means 
of interaction terms. To assess the indirect influence of entrepreneurial exit on 
engagement through ability we also include ability A in these formulations in a next 
stage.   10 
Average marginal effects are calculated. In case of dummy variables (such as A, E, 
and Tj) marginal effects are based on discrete differences between the two values of these 
variables. 
Results 
Some words about the significance level are in order here. The significance level 
denotes the maximum tolerated probability of rejecting the null hypothesis while it is 
true. In the present case with regression samples of about 300,000 observations, a 
conventional significance level of for example 1% would imply that a “false positive” 
already occurs 3,000 times. This is why we consider a less conservative one that 
considers all impacts having an associated p-value lower than 0.0001 to be significant. 
1.3.  Explanation of entrepreneurial ability 
Here, we explore the link between entrepreneurial exit and entrepreneurial ability. 
The quality of the exit experience, in terms of the exit type and of a country’s stage of 
development, is argued to influence this relationship between exit and ability. Binary 
logit regressions are performed with entrepreneurial ability A as dependent variable. First, 
entrepreneurial exit E is included as main independent variable, together with all other 
regressors in X. Importantly, we also include current entrepreneurial engagement (E) to 
control for the fact that being involved in some sort of entrepreneurial activity may have 
an impact on entrepreneurial ability. 
Table 2: Binary logit regression of ability on exit (type). 
  All  Factor  Efficiency  Innovation 
Predicted probability  66.8  78.4  67.4  65.3 
         





         
2) Exit type         
Sell-off  13.6
*  5.7   13.9   15.1
* 





Problems getting finance  18.6
*  13.1
*  18.6
*  19.4  
Job/business opportunity  17.8
*  6.3   17.6
*  20.3
* 
Planned exit  19.9




*  8.4   18.9
*  21.1
* 





Other reasons  13.7
*  4.1   13.2
*  16.9
* 
Notes: * denotes significance at 0.0001. Only marginal effects of exit (type) are displayed. 
The marginal effects of our binary logit regressions (for each stage of development) 
are displayed in Table 2. The marginal effects of entrepreneurial engagement (E) are not 
shown in Table 2. We also omit marginal effects that correspond to X. 
As expected, an entrepreneurial exit increases an individual’s ability, i.e., by 16.2 
percentage points relative to a baseline probability of 66.8 (top left number in Table 2). 
When including all exit types in our model formulation we see that corresponding 
marginal effects are comparable to the “overall” 16.2. Furthermore, when making the 
impacts of entrepreneurial exit (type) dependent on the stage of development (see columns   11 
2-4 of Table 2), we note that the effect in general increases with the stage of economic 
development. Specifically, for factor-driven economies, the marginal effects of exit type 
are mostly not significant at the 0.0001 level. 
1.4.  Explanation of entrepreneurial engagement 
This section reports on the impact of entrepreneurial exit (type) on current 
entrepreneurial engagement. Several multinomial logit regressions are performed with Y 
as the dependent variable. Remember that Y takes five values: no engagement, 
intentional, nascent, young, and established entrepreneurship. 
Table 3 displays the marginal effects that result from multinomial logit regressions 
with E as independent variable and, subsequently, the various exit types Tj as 
independents. 
Looking at the first column of Table 3, we see that entrepreneurial exit increases 
the probability of entrepreneurial engagement by 14.1 percentage points in total. Note 
that this is a total effect and that it includes all indirect effects that run through other 
variables such as entrepreneurial ability. The mediating role of ability will be further 
explored in the remainder of this section. 
Table 3: Multinomial logit regression of entrepreneurial engagement on exit (type). 
  No 
engagement  Intentional  Nascent  Young  Established 
Predicted probability  68.7  11.7  5.1  5.1  9.5 









           
2) Exit type           
Sell-off  -19.6















*  2.5  
Job/business 
opportunity  -13.8
*  2.7   4.9
*  4.7
*  1.5  
Planned exit  -13.2
*  0.9   3.5   2.9   6.0
* 
Retirement  -2.8   1.6   2.5   1.4   -2.7  




*  -0.5  






Notes: * denotes significance at 0.0001. Only marginal effects of exit (type) are displayed. 
 
Glancing at the impacts of the exit types we note that exit through sell-off has the 
largest impact on entrepreneurial (re-)engagement. Large marginal effects are also found 
for entrepreneurs with negative business experience, such as those having difficulties with 
obtaining finance. Especially the large marginal effect for intentional entrepreneurship is 
striking in this case. Given that these financially constrained firms need not to be 
unprofitable (only one answer is allowed) and that owners/managers of these firms are to a   12 
large extent inclined to (re-)engage in entrepreneurship, this raises questions regarding 
SME support programs on access to finance. 
It should also be mentioned that entrepreneurs who exited because of an 
unprofitable business – next to the fact that this type of exit enhances ability – are more 
likely to (re-)engage in entrepreneurial activities than those without such an exit 
experience given the significant marginal effects corresponding to each engagement level. 
Furthermore, especially those who quit out of personal reasons have intentions to set up a 
new firm in the near future. Marginal effects for the “planned” and “retirement” categories 
are in general unsurprisingly insignificant. 
In a next exercise, we assess the differential impacts of exit (type) on 
entrepreneurial engagement across countries in different stages of economic 
development. Table 4 presents the marginal effects that belong to this exercise. 
Again, the first row of Table 4 displays the predicted probabilities for each 
engagement level. The subsequent three rows confirm the expectation that the impact of 
exit on engagement depends on the stage of development: in factor-driven economies, the 
impact of exit is smallest. Indeed, distinguishing between the several exit types reveals 
that serial processes are not very pronounced in countries that are in the earliest stage of 
economic development. That is, most marginal effects are insignificant, except for some 
that belong to young entrepreneurship. For efficiency-driven economies, a wide range of 
marginal effects is significant. 
Another interesting aspect in these efficiency-driven economies is that the two 
“negative” exit types have convincing significant marginal effects on all engagement 
levels but established entrepreneurship. Also, exits because of personal and other reasons 
increase the likelihood of (re)engaging in entrepreneurship. The results for innovation-
driven economies reveal even more significant impacts of exit (type) on engagement. For 
example, exit through sell-off has pronounced effects on four of the five engagement 
levels in this case. 
1.5.  Mediating role of entrepreneurial ability 
Table 5 presents the results of a multinomial logit regression with engagement as 
dependent variable and exit (type) as independent variables. Comparing these results with 
Table 3 we see that marginal effects of entrepreneurial exit in general decrease by about 
30% (in case of nascent entrepreneurship) to 50% (in case of established 
entrepreneurship) when ability is added to the model. We also notice that ability 
significantly influences entrepreneurial engagement. Table 2 already showed the positive 
relationship between exit and ability. Hence, these observations imply that the impact of 
entrepreneurial exit on engagement also runs through ability. The same pattern can be 
observed for the various exit types in Table 5. 
The role of the stage of economic development is illustrated in Table 6.   13 
Table 4: Multinomial logit regression of entrepreneurial engagement on exit (type), dependent on stage of economic development. 
  No 
engagement Intentional  Nascent  Young  Established 
Predicted probability  68.7  11.7  5.1  5.1  9.5 
           





























           
2) Factor-driven            
Predicted probability  52.0  18.2  8.8  7.6  13.4 
Sell-off  -8.1   0.4   1.3   -1.3   7.8  
Not profitable  -9.6
*  1.4   0.8   4.1
*  3.3  
Problems getting finance  -17.1
*  5.8   2.6   6.0
*  2.6  
Job/business opportunity  -16.1
*  1.0   3.7   4.1   7.4
* 
Planned exit  1.5   -11.8   2.3   3.0   5.0  
Retirement  27.5   8.1   -8.0   -4.8   -22.9  
Personal reasons  -7.0   4.5   1.4   3.5
*  -2.4  
Other reasons  -8.1   0.7   3.5   2.3   1.6  
           
Efficiency-driven           
Predicted probability  57.0  19.3  6.8  6.7  10.2 
Sell-off  -12.7   5.5   3.9   3.6   -0.2  




*  1.5  




*  1.6  
Job/business opportunity  -17.8
*  3.4   5.6
*  5.9
*  2.8  
Planned exit  -17.6
*  5.3   3.0   5.1   4.2  
Retirement  -7.1   5.8   6.1
*  4.0   -8.9  




*  -0.5  




*  1.8  
           
Innovation-driven           
Predicted probability  76.1  7.2  3.8  4.0  8.9 
Sell-off  -20.3














*  3.6  




*  -1.3  
Planned exit  -11.7
*  1.8   3.4
*  0.7   5.8
* 
Retirement  -0.3   -0.5   0.6   0.5   -0.3  
Personal reasons  -11.8
*  6.0
*  3.9
*  1.5   0.5  






Notes: * denotes significance at 0.0001. Only marginal effects of exit (type) are displayed.   14 
Concluding remarks 
This study thought to enhance our understanding of the extent to which an 
individual’s entrepreneurial exit fosters subsequent entrepreneurial ability and 
entrepreneurial engagement. We find support for our expectation that entrepreneurial exit 
directly fosters entrepreneurial engagement as well as indirectly through enhanced 
entrepreneurial ability. Our analysis sheds light on how the relationships between exit on 
the one hand and ability and engagement on the other hand may differ depending on the 
specific types of exit experiences as well as on a country’s stage of development. 
Since we suspected that the relationships between exit on the one hand and ability 
and engagement on the other hand depend on the type of closure (Bates, 1995; Wennberg 
et al., 2010), we distinguish between different exit types in this study. Our results reveal 
that all exit types enhance ability. With respect to the relationship between exit and 
engagement some interesting patterns emerge. The two “negative” exit experiences have 
significant influences on entrepreneurial (re)engagement. That is, individuals whose 
business was not profitable, or who had problems getting finance, are likely to (re)engage 
in any stage of the entrepreneurial process. Furthermore, especially those who quit out of 
personal reasons are likely to have intentions to set up a new firm in the near future. 
Although intentions do not yet reflect actual activity they are important predictors of 
actual start-up behavior (Davidsson, 2006; Krueger et al., 2000). 
Our analysis demonstrates that it is not only important to take into account the type of 
exit, but that a country’s stage of development also plays a role regarding the relationship 
between exit and ability/engagement. We find that the positive relationship between exit 
and ability is significant for all country groups, although the positive effect increases with 
stage of development. This hints at the possibly higher quality of exit experiences (or 
entrepreneurial experiences in general) in higher-income countries. Furthermore, we find 
that entrepreneurial engagement is not very pronounced among exiting entrepreneurs in 
countries that are in the earliest stage of economic development. Thus, higher-income 
economies are characterized by dynamic catch-up processes that result in numerous 
entrepreneurial opportunities. The result that a sell-off increases subsequent entrepreneurial 
engagement is only found for innovation-driven economies. 
This study is prone to several limitations which provide some potential directions 
for future research. First, while our analysis provides indications of the interrelationships 
between entrepreneurial exit, ability and engagement, the cross-sectional nature makes it 
difficult to disentangle directions of causality. The use of longitudinal data may provide 
more insight into the relationship between an individual’s experience with different types 
of entrepreneurial exit on the one hand and developments in his/her ability and 
engagement on the other hand. Furthermore, we focus on the impact of exit on ability and 
engagement. This leaves questions about performance and survival implications of 
entrepreneurial ventures that are started or supported by entrepreneurs with different 
types of previous exit experience unexploited and open for further research. In addition, 
our measure of entrepreneurial ability is by definition related to an individual’s 
perception and does not necessarily fully capture the true ability of an individual. For 
example, it may be the case that an individual is able to perform entrepreneurial tasks but   15 
due to a sequence of unfortunate circumstances (Jovanovic, 1982), his/her belief does not 
turn out to be informative about his/her true innate ability. 
Table 5: Multinomial logit regression of entrepreneurial engagement on exit (type) and ability. 
  No 
engagement Intentional  Nascent  Young  Established 
Predicted probability  66.6  12.5  5.5  5.4  10.0 
           












           
2) Exit type           
Sell-off  -13.8
*  2.2   3.8
*  3.5   4.4  
Not profitable  -8.8
*  1.4   2.7
*  3.0
*  1.7  




*  0.8  
Job/business opportunity  -8.6
*  1.3   3.8
*  3.6 
*  -0.2  
Planned exit  -9.4
*  0.1    2.8   2.2   4.4  
Retirement  2.1   -1.0   2.0   0.6   -3.7
* 




*  -1.5  











Notes: * denotes significance at 0.0001. Only marginal effects of exit (type) and ability are displayed.   16 
Table 6: Multinomial logit regression of entrepreneurial engagement on exit and exit type (dependent on stage of economic 
development) and ability. 
  No 
engagement Intentional  Nascent  Young  Established 




































           
2) Factor-driven           
Predicted probability  54.3  17.4  8.6  7.2  12.5 
Sell-off  -6.4   -0.1   1.0   -1.2   7.1  
Not profitable  -7.1
*  0.6   0.2   3.3
*  2.9  
Problems getting finance  -10.6
*  3.9   1.0   4.6
*  1.1  
Job/business opportunity  -11.4   -0.5   3.1   3.2   5.5  
Planned exit  2.3   -10.4   2.2   3.0   3.0  
Retirement  29.0    2.5   -7.3   -4.2   -20.0  
Personal reasons  -4.6   4.3   0.3   3.1
*  -3.2  








           
Efficiency-driven           
Predicted probability  55.4  20.1  7.1  7.0  10.5 
Sell-off  -5.6   3.7   2.7   2.3   -3.2  
Not profitable  -7.3
*  0.9   3.5
*  2.9
*  -0.0  




*  -0.2  
Job/business opportunity  -10.0
*  0.5   4.4
*  4.8
*  0.2  
Planned exit  -14.0   4.2   2.4   4.4   3.0  
Retirement  -3.1   2.9   5.9
*  3.5   -9.1  
Personal reasons  -10.2
*  5.6
*  4.1
*  2.3   -1.8  
Other reasons  -9.3
*  1.6   4.4
*  2.7







           
Innovation-driven           
Predicted probability  73.8  7.9  4.2  4.4  9.6 
Sell-off  -16.6










Problems getting finance  -9.8
*  3.7   2.5
*  1.6   2.0  
Job/business opportunity  -5.6   3.7
*  2.8
*  2.0   -2.9  
Planned exit  -8.7   0.8   2.9   0.1   4.9  
Retirement  5.6   -3.0   0.0   -0.6   -2.0  
Personal reasons  -7.5
*  4.6
*  3.3
*  0.4   -0.8  












Notes: * denotes significance at 0.0001. Only marginal effects of exit (type) and ability are displayed.   17 
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